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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:
ABN AMRO Sage Corporation OFFICE USE ONLY
FIRM ID. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
220 Bush Street, Suite 660
{No. and Street)
San Francisco California 94104
(City) (State) (Zip Code)
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Jennifer L. Yeatman (415) 781-7430

(Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Emst & Young LLP
(Name — if individual, state last, first, middle name) O C
[,BH E
233 South Wacker Drive Chicago Illinois ( SG§6§P
(Address) (City) (State) | MARZ?2 m Code)
CHECK ONE: THOMS
X Independent Auditor F’NANC,?Q?_,

(] Public Accountant
[J Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant &
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2). \
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QOath or Affirmation

I, Douglas Engmann, affirm that, to the best of my knowledge and belief the accompanying
statement of financial condition pertaining to the firm of ABN AMRO Sage Corporation (the
Company), as of December 31, 2001, are true and correct. I further affirm that neither the
Company nor any principal officer or director has any proprietary interest in any account classified

solely as that of a customer.

State of: California

County of: San Francisco

On February 19, 2002 before me, Peter

Thomas Toves Perez, Notary Public,

Personally appeared Douglas J. Engmann who is
~Erpersonally known to me OR

O Proved to me on the basis of satisfactory evidence to be

the person whose name is subscribed to the within

instrument and acknowledged to me that he executed

the same in his anthorized capacity and that by his

signature on the instrument the person or entity upon behalf
of which the person acted, executed the instrument.

TNESS

and and official seal.

Notary Public
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Facing Page
Statement of Financial Condition
Statement of Operations
Statement of Cash Flows
Statement of Changes in Stockholders’ Equity
Statement of Changes in Subordinated Borrowings
Supplemental Information:
Computation of Net Capital
Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3
Information Relating to the Possession or Control Requirements Under Rule 15¢3-3
Computation for Determination of PAIB Reserve Requirements for Broker-Dealers
A Reconciliation, including appropriate explanation, of the Computation of Net Capital
Under Rule 15¢3-1 and the Computation for Determination of the Reserve Requirements
Under Exhibit A of Rule 15¢3-3
A Reconciliation between the audited and unaudited Statements of Financial Condition with
respect to methods of consolidation
An Oath or Affirmation
A report describing any material inadequacies found to exist or found to have existed since
the date of the previous audit
Schedule of Segregation Requirements and Funds in Segregation for Customers Trading on
U.S. Commodity Exchanges
Statement of Secured Amount and Funds Held in Separate Accounts for Foreign Futures and
Options Customers Pursuant to Commission Regulation 30.7

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Statement of Financial Condition
ABN AMRO Sage Corporation

December 31, 2001
with Report of Independent Auditors




My BN BN N N En NE A A 0N B BN IR A B EE ae 6

Report of Independent Auditors

The Board of Directors and Stockholders
ABN AMRO Sage Corporation

We have audited the accompanying statement of financial condition of ABN AMRO Sage
Corporation as of December 31, 2001. The statement of financial condition is the
responsibility of the Company’s management. Our responsibility is to express an opinion
on the statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the statement of financial condition is free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the statement of financial condition. An audit also includes
assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall statement of financial condition presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all
material respects, the financial condition of ABN AMRO Sage Corporation at
December 31, 2001, in conformity with accounting principles generally accepted in the
United States.

Chicago, Illinois w X, %ﬂﬂ.ﬁ LLP

January 21, 2002




ABN AMRO Sage Corporation

Statement of Financial Condition

December 31

2001

Assets
Cash (including segregated cash)

Securities Borrowed

Receivable from Brokers, Dealers, and Clearing Organizations

Securities Owned (pledged t0 Creditors) ... e e
Securities Purchased Under Agreements to Resell
Other Assets

Total Assets

Liabilities and Stockholders’ Equity

Liabilities:

Payable to Brokers, Dealers, and Clearing Organizations
Securities Loaned

Short-term Borrowings

Securities Sold Under Agreements to Repurchase
Other Liabilities

$ 3,198,401
1,417,475,191
419,513,963
38,606,035
245,599,828
20,960,714

$ 2,145,354,132

$ 240,400,000
1,392,371,847
277,790,501
114,061,828
14,764,498

Total Liabilities

Subordinated Borrowings — Affiliate

2,039,388,674

4,500,000

StOCKROIAErS’ EQUILY ......ooooiieii et eeea e e e eeneae

101,465,458

Total Liabilities and Stockholders’ Equity

$ 2,145,354,132

See Notes to Financial Statements.



ABN AMRO Sage Corporation

Notes to Financial Statements

1. Organization and Nature of Operations

ABN AMRO Sage Corporation (the Company) is a wholly owned subsidiary of ABN AMRO Incorporated (the
Parent), which is a wholly owned subsidiary of ABN AMRO WCS Holding Company (WCS), created
November 1, 2001, as a result of a reorganization of the operations of ABN AMRO Bank N.V. (ABN AMRO
Bank) in North America. WCS is a wholly owned subsidiary of ABN AMRO North America Holding Company
(Holding), which is a wholly owned subsidiary of ABN AMRO Bank.

The Company is a registered securities broker-dealer and a futures commission merchant. The Company’s
activities include the execution and clearance of futures, options, and stock transactions and the related
borrowing and lending of securities for proprietary trading accounts of broker-dealers on exchanges located in
Chicago, Philadelphia, New York, and San Francisco. The Company also provides facilities management
services to other broker-dealers.

2. Summary of Significant Accounting Policies

Use of Estimates: Preparation of the financial statements, in conformity with accounting principles generally
accepted in the United States, requires management to make estimates and assumptions that affect the

reported amounts in the financial statements and accompanying notes. Actual results could differ from those
estimates.

Cash: At December 31, 2001, $62,728 of cash was segregated for regulatory purposes.

Securities Owned: Securities owned are recorded on a trade-date basis and are valued at market, generally
based on quoted market prices.

Client Transactions: Securities and derivatives transactions are recorded on a trade date basis.

Securities Financing Transactions

Securities purchased under agreements to resell and securities sold under agreements to repurchase, which
are treated as financing transactions for financial reporting purposes, are collateralized primarily by
government and government agency securities and are carried net by counterparty, when permitted, at the
amounts at which the securities will be subsequently sold or repurchased, plus accrued interest. The
Company takes possession of securities purchased under agreements to resell and monitors the market
value of the underlying positions on a daily basis as compared to the related receivable or payable balances,
including accrued interest and requests additional coliateral when deemed appropriate. Securities and other
financial instruments owned that are financed under repurchase agreements are carried at market vaiue.
Resale and repurchase agreements with affiliates at December 31, 2001, were approximately $72.9 million
and zero, respectively.

Securities borrowed and securities loaned are carried at the amounts of cash collateral advanced and
received in connection with the transactions. The Company measures the fair value of the securities
borrowed and loaned against the fair value of the collateral on a daily basis. Additional collateral is obtained
as deemed necessary to ensure such transactions are adequately collateralized. Securities borrowed from
affiliates aggregated approximately $124.6 million at December 31, 2001, while securities loaned to affiliates
aggregated approximately $75.7 million.

The Company continues to report assets it has pledged as collateral in secured borrowing and other

arrangements when the secured party cannot sell or repledge the assets or the Company can substitute
collateral or otherwise redeem it on short notice. At December 31, 2001, securities received as collaterai
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ABN AMRO Sage Corporation

where the Company was permitted to sell or repledge the securities was approximately $1.6 billion. At
December 31, 2001, the Company did not pledge these assets.

Fair Value of Financial Instruments: Financial instruments are recorded at either fair value or contract
value in the Company’s statement of financial condition. Whenever possible, quoted market prices were used
to determine fair values. Where quoted market prices were not available, market prices of similar instruments
were used for reference and to develop indices of estimated fair values. Financial instruments carried at
contract amounts either have short-term maturities (one year or less), reprice frequently, or bear market rates
of interest, and accordingly, their carrying value approximates their fair value.

The carrying amount of subordinated borrowings closely approximated fair value, based upon market rates of
interest available to the Company at December 31, 2001.

Income Taxes: The Company is included in a consolidated federal income tax return with Holding. Income
tax expense is determined on a separate {egal entity basis based on the results of the entity.

3. Receivable from and Payable to Brokers, Dealers, and Clearing Organizations

Receivable from and payable to brokers, dealers, and clearing organizations at December 31, 2001,
consisted of:

Receivables:
Broker-dealers’ trading and investment aCCOUNS ... $ 267,613,539
Settiements due from clearing organizations.........cccccocveo i e 15,239,011
Deposits with clearing organizations ..............ccccoviiiiiiii e 9,950,984
Omnibus account With Parent...........cocoiii e e 43,874,408
Fail@d-tO-GIIVET.........oo ot re e acabe e e e e bt e e e e e b e e e sraaa e sesreesasneeens 80,342,220
L0 37 U OO SOV O S OO YU U OO T AU SRPR 2,493,801
TN e e et et e b b e etsa e e nabr e e e e e e nbe e nen e et e s enne $ 419,513,963
Payabies:
Broker-dealers’ trading and investment accounts...............ccccociii e $ 1,189,121,335
Broker-dealers’ commodity QCCOUNES..........oovieririiieiriie e evibreseeesinee e eraesaaaeessebaee e 126,200,039
Settlements payable to clearing organizations..................o..cooii e eiicn e 540,883
FaA-E0-TECRIVE. ...ttt et e st b s e e ata e e aratee e eeabe e e estaessrenenn 76,509,590
LI O S O USROS P U USRS $ 1,392,371,847

Receivables arising from broker-dealers’ trading and investment transactions are collateralized by securities
owned by the broker-dealers. The value of this collateral is not reflected in the accompanying statement of
financial condition. The Company clears futures trades through an omnibus account with the Parent.

4. Securities Owned

At December 31, 2001, securities owned consisted primarily of $38.6 million of U.S. government securities,
which are carried at market value. All of the U.S. government securities are pledged to The Options Clearing
Corporation to satisfy margin requirements, and may not be sold or repledged by the collateralized party.

The Company accepted collateral that it is permitted by contract or custom to sell or repledge. At December
31, 2001, the fair value of this collateral was approximately $510.9 million, of which $126.2 million was sold or
repledged. The primary sources of this collateral are securities owned and collateral securing receivables
from broker-dealers. The Company pledges securities as collateral for short-term borrowings.
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ABN AMRO Sage Corporation

5. Short-term Borrowings

Short-term borrowings represent amounts due to banks, with interest charged at varying rates. These
borrowings include loans with nonaffiliated financial institutions totaling $30.4 million collateralized by
approximately $126.2 million of securities. The weighted average interest rate on these loans was 2.23% at
December 31, 2001.

An unsecured revolving line of credit of $1 billion is available to the Company from ABN AMRO Bank. Interest
accrues at the Federa! Funds rate, plus 1/8%. At December 31, 2001, $210 million had been drawn on the
unsecured revolving line of credit at an average interest rate of 1.375%.

6. Subordinated Borrowings

The Company has two $25 million revolving subordinated loan agreements with WCS, maturing on
September 30, 2006, and September 30, 2007 (with options to extend to September 30, 2011). As of
December 31, 2001, outstanding borrowings on these agreements were zero and $4.5 million, respectively.
The effective interest rate at December 31, 2001, was 5.84%. The subordinated borrowings have been
approved by the Chicago Board Options Exchange and the National Futures Association, and are available in
computing net capital under the Securities and Exchange Commission’s Net Capital Rule. To the extent that
such borrowings are required for the Company’s continued compliance with minimum net capital
requirements, they may not be repaid.

7. Preferred Stock

At December 31, 2001, the Company had $1,300,000 of nonvoting, cumulative preferred stock issued to
certain broker-dealers in conjunction with joint back office agreements. The preferred stock accumulates
dividends at an annual rate of 6%.

8. Income Taxes

The Company has a deferred tax liability of approximately $1.42 million included in other liabilities. Deferred
tax liabilities are comprised principally of the net temporary differences related to deferred income.

9. Benefit Plans

Group Retirement Plan: ABN AMRO Bank sponsors a noncontributory defined-benefit pension plan covering
substantially all U.S. salaried employees. Assets held by the plan consist primarily of shares of registered
investment companies and pooled trust funds.

Profit Sharing and Savings Plan: ABN AMRO Bank sponsors a profit sharing and savings plan under
Section 401(k) of the intemal Revenue Code, covering substantially all U.S. salaried employees. Under the
plan, employee contributions are partially matched by the respective ABN AMRO Bank subsidiary. in
addition, the respective ABN AMRO Bank subsidiary may allocate a portion of its net profits to employees’
accounts in the plan.

Group Welfare Plan: ABN AMRO Bank provides welfare and life insurance benefits to substantially all U.S.
salaried employees and their dependents. The amount charged to expense includes welfare benefits paid to
participants, net of participant contributions, and administrative costs. Life insurance premiums paid to
insurance companies are recognized as an expense when paid.



ABN AMRO Sage Corporation

10. Leases

The Company leases space for its principal facilities and also leases space in other buildings. The
noncancellable leases generally are renewable and provide for the payment of real estate taxes and certain
other occupancy expenses.

(thousands of doitars) 2002 2003 2004 2005 2006 2007 and Aggregate
thereafter Total

Future Rental Commitments
ForAll Leases............cccoueen. $ 3780 $ 3763 $ 2680 $ 2343 $2331 $67 $ 14,973

11. Commitments and Contingencies

The Company is contingently liable for irrevocable letters of credit of approximately $9.3 million. The letters of
credit are collateralized by marketable securities owned by the Company’s clients, and are pledged at clearing
organizations to satisfy margin and good faith deposits.

The Company has guaranteed approximately $7.4 million of certain of its client's loans with unaffiliated banks.
These bank loans are collateralized by the clients’ exchange memberships.

Although the Company is a defendant in various legal proceedings arising in the ordinary course of its
business, there are no legal proceedings that, in the opinion of management and counsel, would have a

material impact on the Company’s statement of financial condition.

12. Client Transactions

In the normal course of business, the Company’s securities clearance activities involve clearing transactions
for independent broker-dealers. The broker-dealers’ operations provide liquidity to the market through the use
of leverage and hedging to buy and sell securities. The Company may have significant risk from the potential
inability of the broker-dealers to meet their commitments in the event of volatile trading markets. As the
Company may have to assume the broker-dealers’ liabilities, the Company controls this risk by monitoring the
broker-dealers’ equity levels on an intraday basis for compliance with internal guidelines, which require the
broker-dealers to maintain equity levels substantially above those indicated by market conditions. To further
mitigate this risk, the Company developed real-time computerized risk control systems that analyze the
broker-dealers’ portfolio risk. When it is determined that the broker-dealers’ activities may be subject to
above normal market risks, the Company will require the broker-dealers to deposit additional equity or reduce
positions.

The Company’s broker-dealer financing and securities settlement activities require the Company to pledge
broker-dealers’ securities as collateral in support of various secured financing sources, such as bank loans
and securities loaned. Additionally, the Company pledges broker-dealers’ securities as collateral to satisfy
margin deposits to various clearing organizations. In the event the counterparty is unable to meet its
contracted obligation to return broker-dealers’ securities pledged as collateral, the Company may be exposed
to the risk of acquiring the securities at prevaiiing market prices in order to satisfy its obligations. The
Company mitigates this risk by monitoring the market value of securities pledged and by requiring adjustment
to collateral levels on a daily basis prior to the occurrence of excess market exposure. Additionally, the
Company establishes credit limits for such activities and monitors compliance on a daily basis.

In the event counterparties do not fulfill their obligations, the Company may be exposed to risk. The risk of
default depends on the creditworthiness of the counterparty or issuer of the instrument. It is the Company’s
policy to review, as necessary, the credit standing of each counterparty with which it conducts business.



13. Requlatory Requirements

ABN AMRO Sage Corporation is subject to the net capital requirements of Rule 15¢3-1 of the Securities
and Exchange Act of 1934 and has elected to compute its net capital requirements under the alternative
method, as permitted by the Rule. This method requires the Company to maintain net capital equal to 4%
of the funds required to be segregated pursuant to the Commodity Exchange Act, as defined. At December
31, 2001, net capital of approximately $38.5 million was approximately $35.1 million in excess of required
net capital.

As a clearing broker-dealer, and pursuant to the requirements of Rule 15¢3-3 under the Securities
Exchange Act of 1934, the Company has elected to compute a reserve requirement for Proprietary
Accounts of Introducing Broker-Dealers (“PAIB calculation”), as defined. The PAIB calculation is completed
in order for the independent broker-dealers for which the Company provides clearing services to classify
assets held by the Company as allowable assets in the independent broker-dealers’ net capital calculation.
At December 31, 2001, the Company had no reserve requirement related to the PAIB calculation.

Pursuant to Rule 17a-5 of the Securities and Exchange Commission, a Statement of Financial Condition at
December 31, 2001, is available for examination at the Company's San Francisco office and at the
Washington office of the Commission.



